Abstract. The purpose of this article is to summarise data on long-term liabilities in municipalities with extended powers in the South
Introduction
Even though one of the first post-1989 reforms was the reform of the public administration, it took a very long time to take the shape it has now. Municipalities, as the basic units of local self-government, were formed in 1990 but the form and hierarchy of higher territorial units were not decided until several years later (Průcha 2011) . Even though Constitutional act number 347/1997 Coll., on the establishment of higher territorial self-government units and on the amendment of constitutional act of the Czech National Council number 1/1993 Coll. established (effective 1 January 2000) fourteen regions (one of them being the City of Prague), the real-life creation of regions and the commencement of their activities was associated with the adoption of act number 129/2000 Coll., on regions (establishment of regions).
Following the dissolution of the so-called "county offices" as at 31 December 2002 three categories of municipalities were introduced for the purpose of the scope of their delegated authorities and the execution thereof: a) "ordinary" municipalities, b) municipalities with an authorised municipal office, c) municipalities with extended powers. The former three-level system of public administration (municipality -county -region) was replaced with a more complex system. The effectiveness (operational as well as financial) of this decision is debatable to say the least. However, after a decade of experience and continuous adjustments we can at least admit that the system has "settled down".
Status, competencies and financial management of municipalities
Pursuant to the Constitution of the Czech Republic, municipalities are the basic units of local self-government. Each municipality is a part of a higher territorial self-government unit -i.e. region. The scopes of activity and authority of municipalities and regions are in fact similar (they are based on the so-called "mixed model"). It allows for the coordination of the respective activities. The status and role of municipalities and their institutions are governed by act number 128/2000 Coll., on municipalities (establishment of municipalities), as amended. The basic framework of the financial management of municipalities is governed, in addition to the aforementioned act, by act number 250/2000 Coll., on municipal budgetary rules, as amended.
Municipalities are public corporations which own property and have their own income; they manage their financial affairs in accordance with the applicable legislation and their respective budgets. Municipalities establish legal relations on their own behalf and they bear responsibilities arising out of these relations. Municipalities manage their affairs on an independent basis. Authorities of the state may intervene in this self-governing authority only within the boundaries defined by the applicable legislation. Their institutions carry out state administration pursuant to the applicable law as the so-called "delegated authority". Municipalities with an authorised municipal office (383 in the Czech Republic) perform state administration within their respective local districts beyond the scope of delegated authority of municipalities with an "ordinary" municipal office, whereas municipalities with extended powers (205 in the Czech Republic) perform state administration within their respective local districts beyond the scope of the delegated authority of the municipalities with an authorised municipal office.
Municipalities are managed on an independent basis by their respective assemblies. Other statutory bodies include the council, mayor and the municipal office.
Financial management of a municipality is subject to its respective annual budgets, which in itself is based on a budget outlook. Typically, the budget of a municipality is drawn up to be balanced; a budget deficit is only acceptable if it can be compensated from past revenue, or via a contractual loan, via earnings from public bonds or a repayable financial assistance (section 4 of act number 250/2000 Coll.). Their income is represented by earnings from their own assets and rights to these assets, shares of joint taxes pursuant to act number 243/2000 Coll., on budgetary determination of revenues from taxes, transfers from the state budget and other funds within the framework of the budgetary system, revenues from their own moneymaking activities etc. Czech municipalities have a very limited authority in terms of taxation: within the limits of the applicable legislation, they can only impose the real estate tax and local fees (pursuant to the budgetary structure, they are treated as taxes); i.e. their income is based on transfers from the state budget and other funds within the framework of the budget systems. Their expenses contribute to the performance of the state administration and other acts within the scope of their authority etc.
Short overview of related literature
Related literature focusing on the financial management and debts of municipalities is quite extensive and fairly differentiated. Publications can be generally divided by their main focus into three groups: a) publications focusing on the ratings of indebted entities, b) publications searching for limits of indebtedness of municipalities and regions, c) publications searching for and describing various factors that affect indebtedness. Here, a special subset consists of publications exploring the political business cycle at the local level. Various connections with fiscal federalism or fiscal decentralization are very often reflected in these texts.
The theory of public economy generally recommends to central governments as well as governments at lower levels (municipalities and regions) to finance ordinary expenditure from ordinary income (naturally, mainly tax income), capital expenditure from capital income (Gruber 2011) , (Stiglitz 2000) . Even loans or income from bonds issued can be included in them. I. e. indebtedness (whether in the form of a received loan as well as bond issue) is permitted only in connection with the acquisition of investments. Even Musgrave and Musgrave (1994, 513) recommend "financing of public investments from a loan that will be repaid over a longer period (when the loan is repaid along with the use of the investment) to ensure intergenerational equity". A similar view, i.e. to use loans to finance local capital projects, is shared also by Holtz-Eakin (1991).
Based on a data analysis from 49 U.S. states on a time series 1961-1990, Kiewiet and Szakaty (1996) concluded that the level of indebtedness was influenced by two factors: the amount of personal income per capita and left-oriented government. The effect of various socio-economic factors (e.g. population, share of immigrants in the population, transfers and tax revenues, etc.) at the level of debt per capita is admitted even by Guillamón et al. (2011) . On the other hand, they point out an interesting fact that weaker governments had lower levels of debt (analysed data came from 3,253 municipalities with population over 1,000 in Spain).
The same authors (Guillamón et al. 2013 ) again proved on a sample of Spanish municipalities with population over 20,000 (time series 2001-2008) the influence of population on the level of spending, and at the same time they suggested that the spending of these municipalities always increased the year before local elections. In their opinion, this supports the assumption of the political business cycle at the local level in Spain. Veiga and Veiga (2007) describe how municipal governments increase spending in the pre-election period. They also change the composition so that the spending is more visible to the voters, while local taxes tend to decrease one or two years before the elections (and the budget deficit grows).
Even in the case of other authors, we encounter reference to the influence of population and income level per capita on the level of debt of local governments. For example, Rivers and Yates (1997) theoretically explain that population growth results in growth of requirements for the local public sector, and thus ultimately leads to higher debt.
Empirical studies on sample of Czech municipalities are very modest, more attention is dedicated to the state budget (the financial management of Czech municipalities is generally perceived as prudent and stable). Several aspects of evaluation of public expenditure of local governments are described by Provazníková (1999) . Some attention is paid to problematic aspects of the financing of municipalities (e.g. local taxes, local fees, transfers) (Kruntorádová 2013) . But a lot of papers tend to be rather articles in newspapers than scientific reports (see Deník veřejné správy on line).
Aim, sources of data and methodology
The text has two aims: a) to summarise data on long-term liabilities of municipalities with extended powers in the South Moravian Region, b) to determine whether these long-term liabilities reflect the selected indicators (number of subsidized organisations and the ratio of transfers to the budget of the municipality). The initial assumptions for the analysis are as follows:
-long-term liabilities per capita are higher in the case of municipalities which operate a higher number of subsidized organisations (as they receive funds for the operation and investments from the municipality), -long-term liabilities per capita are higher in the case of municipalities which also have a higher ratio of transfers to the budget income (i.e. they are not as self-sufficient in terms of financial management). The South Moravian Region was selected on purpose: it is one of the largest, most populous and most significant regions in the Czech Republic in terms of economy. Its number of municipalities with extended powers is above average, compared with other regions of the Czech Republic (there are twenty-one of them in the South Moravian Region, whereas the national average is fourteen).
Considering the subject matter of the analysis we could only use secondary data from official statistics. The data on the municipalities with extended powers in the South Moravian Region was obtained from the Monitor of state administration and autonomy of the Ministry of Finance of the Czech Republic. The data set used applies to the last year available (2014). This secondary data was processed via descriptive statistics methods and via the correlation and cluster analysis.
We used STATISTICA 12 software for calculations as well as the cluster analysis.
Long-term liabilities of municipalities with extended powers in the South Moravian Region
There are 672 municipalities in the South Moravian Region, which makes it one of the largest regions in the Czech Republic. It is also a significant region in terms of the national economy, science and public life (it is home to some of the highest judicial institutions or many colleges and universities; it is a centre of science and research etc.). Pursuant to the provisions of act number 314/2002 Coll., of the total number of municipalities, thirty-four of them are municipalities with an authorised municipal office and twenty-one of them are municipalities with extended powers (which, in both cases, includes Brno as the seat of the region). Due to the special status of the City of Brno (seat of the region, second largest city in the Czech Republic whose size and significance are incomparable with those of other municipalities in the region) the city was not included in the further analysis, as it could significantly compromise the results. Therefore, only the remaining twenty municipalities with extended powers are included (as Brno is not).
Basic data for these municipalities for the year 2014 will be listed first. This data includes: long-term liabilities (liabilities due in more than 12 months), number of inhabitants (population), number of subsidized organisations operated by the municipality and the ratio of transfers to the budget income. Based on the data provided above we can say that the towns of Znojmo, Hodonín, Blansko, Šlapanice and Ivančice recognize the highest amount of longterm liabilities. Of particular interest is the comparison of the number of subsidized organisations operated by the municipalities; it would be inaccurate to say that similarly sized municipalities have a similar number of subsidized organisations (for example, Kuřim and Kyjov are similar in size but the numbers of their respective subsidized organisations are not). The most typical subsidized organisations operated by municipalities include kindergartens and elementary schools. There are also some less usual organisations, such as Lázně Hodonín (Hodonín Spa) in Hodonín and the Slavkov (Austerlitz) Chateau in Slavkov. If a subsidized organisation is founded by a municipality, it receives from the municipality' budget a contribution for its operation and investments or a levy (the latter is very rare).
The range of the ratio of transfers to public budgets of the municipalities is also interesting, being between 12.7 % (Mikulov) and 47.3 % (Šlapanice). These transfers are of investment and non-investment nature; they are granted from the state budget, the budget of the region, state funds and other entities within the public budget system. In a way, these transfers can be interpreted as a certain degree of the lack of financial self-sufficiency of the municipal budgets. Therefore, from this point of view Šlapanice (and, to a lesser extent, also Bučovice -44.3 %) is the least financially self-sufficient municipality.
A different perspective is achieved once the long-term liabilities are expressed per capita (see Table 1 , last column).
We can clearly see that Šlapanice shows the highest value of the long-term liabilities per capita, followed by (a much lower value in the case of) Bučovice, Ivančice and Znojmo. Vyškov and Mikulov are at the opposite end of the table (less than CZK 1,000 per capita).
Results and discussion

Correlation between long-term liabilities of municipalities and selected variables
The dependency of the amount of long-term liabilities per capita for municipalities with extended powers in the South Moravian Region and selected indicators was measured using the correlation coefficient r xy .
The calculation was based on the long-term liabilities of the municipality per capita which, in our opinion, better reflects the financial management of municipalities, compared with a simple sum of long-term liabilities (in which case the size of the municipality would not be taken into consideration).
In the calculation, the variable x was the sum of long-term liabilities per capita of the municipality, whereas the variable y is represented by the respective quantity. The results are as follows:
-the value of the resulting correlation coefficient between long-term liabilities per capita and the number of subsidised organisation operated by the municipality is r xy = -0.35779852, -the value of the resulting correlation coefficient between long-term liabilities per capita and the transfer ratio is r xy = 0.684266389. Based on the aforementioned results we can declare medium linear dependency between the long-term liabilities per capita and the ratio of transfers to the municipal budget income. On the other hand, the value of the correlation coefficient between the long-term liabilities per capita and the number of subsidised organisations was a surprise. This value (negative and close to zero) only suggests weak indirect linear dependency (it was a surprise because the founder -municipality -grants subsidies to these organisations, which is why expected at least medium linear dependency, which was not confirmed).
Results of cluster analysis
The cluster analysis may only take into account any variables that show at least medium dependence. Therefore, we can only use two variables: long-term liabilities per capita (Variable 1) and transfer ratio (Variable 2). The results of descriptive statistics are as follows: Since the data is expressed in different units of measure (CZK, %) and since it shows significantly different levels and variability, it will have to be standardised prior to the cluster analysis. If this standardisation is not carried out, the final result of clustering would be determined solely by the first variable and it would be substantially different from the potential result which would have been determined by both variables equally. The standardised values are as follows. To assess distance the Euclidean distance square was chosen; the clusters were formed using the Ward's method. The cluster S3 is most homogeneous; the cluster S2 is most heterogeneous.
The municipalities in the first cluster (Šlapanice, Pohořelice, Bučovice) show some of the highest values of the long-term liabilities per capita (in the case of Šlapanice, the highest of all municipalities) and, at the same time, they show values that are well above average in terms of the transfer ratio (again, in the case of Šlapanice, the highest of all municipalities).
The municipalities in the second cluster (Vyškov, Mikulov, Veselí n./Mor., Břeclav, Rosice, Boskovice) typically show values of the long-term liabilities per capita which are well below average (in the case of Vyškov and Mikulov they are the lowest of all) and, at the same time, they show values of the transfer ratio which are well below average to average.
The municipalities in the third cluster (Židlochovice, Slavkov, Hustopeče) do show, on the one hand, average values of the long-term liabilities per capita, but on the other hand the value of the transfer ratio is slightly above average.
The municipalities in the last (and largest) cluster (Znojmo, Kuřim, Ivančice, Tišnov, Moravský Krumlov, Kyjov, Hodonín and Blansko) showed more or less average values of the long-term liabilities per capita, whereas the transfer ratio was below average or average.
The results do not allow for a reliable conclusion that municipalities showing a certain value of long-term liabilities per capita would also show a certain value of transfer ratio with regard to their budget income. In other words, we cannot confirm our initial assumption that municipalities with a higher value of long-term liabilities per capita would also show a higher value of transfer ratio with regard to their budget income. We can only conclude that extreme values always seem to group up: municipalities with the highest values of long-term liabilities per capita (Šlapanice, Pohořelice, Bučovice) show, at the same time, the highest values of transfer ratios, whereas municipalities with the lowest values of long-term liabilities per capita (Vyškov, Mikulov) show, at the same time, the lowest values of transfer ratios. As for the remaining municipalities, the link between these two indicators was not as tight.
Furthermore, we cannot conclude that equally (similarly) sized municipalities would show similarities when it comes to these indicators. Šlapanice, Pohořelice and Bučovice belong to the same category (in terms of population), whereas Vyškov and Mikulov (being the municipalities with the lowest values of both indicators) are very different in terms of size (Vyškov had 21,341 inhabitants, while Mikulov had "only" 7,416 inhabitants).
Conclusion
1. The reform of the system of public administration was among the first reforms after 1989 when municipalities were defined as the basic unit of local self-government. Regions were established as higher territorial self-government units after 2000 (following the adoption of act number 129/2000 Coll.). Municipalities are public corporations that own property and have their own income and they manage their finances on an independent basis in accordance with their respective annual budgets. 2. The text had two goals (see above). We assumed that the long-term liabilities per capita will be higher in the case of municipalities with a higher number of subsidized organisations and, at the same time, they will be higher in the case of municipalities with a higher ratio of transfers to the budget income (i.e. in the case of municipalities which are far less financially self-sufficient). 3. Having calculated the correlation coefficients, we could only include the transfer ratio in our subsequent analysis. The value of the correlation coefficient between the long-term liabilities per capita and the number of subsidized organisations only showed a slight correlation, which is why the number of subsidized organisation could not be included in the cluster analysis. Therefore, our first assumption could not be confirmed (i.e. that long-term liabilities per capita will be higher in the case of municipalities which operate a higher number of subsidized organisations). 4. The results of the cluster analysis have not confirmed the second assumption that municipalities with a higher ratio of transfers (i.e. less financially self-sufficient municipalities) will have higher long-term liabilities per capita. We could only declare that only extreme values have become clustered: municipalities with the highest/lowest amounts of longterm liabilities per capita showed the highest/lowest transfer ratio. As for the remaining municipalities, the link between these two indicators was not as tight. Therefore, to offer a short summary, we can say that highly self-sufficient municipalities show low values of long-term liabilities per capita, whereas municipalities which are far less financially self-sufficient show high values of this indicator. This value cannot be safely predicted in the case of the remaining municipalities.
